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Roe of ac tae Party: ‘Activities Discussed with Pres 
‘ 


a 300044 | 7 
N Nd tm July 23 Ambassacor Durbrow succeeded in bringing out metiy of the rumors 

S jand allegationa of illegal business activities by the Can Lao verty in the courses 

‘ s0f a frank discussion with rresident Diem’s brothor and political adviger “Nco dink 
+; a. ‘The Anbassador used the Colecrove articles as a pretext tc open up the subject 
a of the Can Leo, teretefore the I'mbascy had had no legitimate reason to bring up 
e Party's activities except im connection with the under-invoicing of cassia, 
Me, Nhu was remarkably frank in tiscussing tho question and gave the Ambassador 
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es In the absence of a creat deal more information it is impossible to evaluate 
B, Nhu's explanation, !ovever, on the basie of the information we do have]the <— 


7 \ bassy is inclined to accept his statenents ag explaining in part the reneral 
\ Motte tions of the rarty sines many of the business activities in question ere un=- 
_,. Boubtedly “lllegal" by normal business standards, On the other hand, the oppor~ 
puniem of the Farty, if practiced mainly for the good of the country, c.ald well 
Lh rove to have been the best course. Thus the only way to judce the Party's activin, 
“ides is to watch their developuent and remain continuously alert to any indications 
\ ]fpf serious diversions of funds into porsung) holdin:s,| At this stage in Wetdion's 
development illegal practices must be judced by thelr decree and extent, with 
frequent. backward glances at the state of affairs pre-Tiem, in order to keep from 
being distracted by our am moral Judgments, 
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Po a . Memorartum of Conversation 7” 
Participants: Mr. Ngo dish Nhu, Adviser and brother to 
the President of Viet-Hams 


Ambassador Durbrow. 
Dates July 28, 1959. . 


I opened the conversation by referring to the Colegrove articles, about 
whieh Nhu had heard but as yet not in detail. I described in general the tenor 
of the articles, stating that most of the accusations are fantastic and some of 
the statements do not involve United States aid but alleged irregularities in the 
GWW. I added as is always the case in such matters there is a grain of truth to 
many things Colegrove wrote about, although most are tiated out af context, I 
toid Nhu I recalled certain passages:which involved the GVN, himself, his wife 
and thé President, as well as other GVN officials, I stated, for instance, that 
Coldgrovs alleged that at considerable expense te the United States a radio room 
was |bulit in one of the bedrooms of the Palace, so that the President eould © 

get to the nation, but that it hed never been used and was now his (Mr. Nhu’s) 

+ He made no comment. I then stated that Colegrove had alleged that a 
certain Major Cun, who until two or three years ago was the head of Radio VietNam, 
had absconded with a considerable amount of funds which Colegrove indicated were 
United States aid funds, I described in a few words the allegations about the © 
taxi dancers hired by Mr, Cuu as entertainers and announcers for Radio Viet-Nem. 
I stated that based on my investigations it appeared that Mr. Colegrove, although 
he hadinot so stated in his articles, had considerable alleged information about 
the *ijlegal" business activities of the Can lao Party, I added that unfortunately 
for a long time there were many reports and rumors dealing with this same subject 
which, ‘whether true or not, would cause « considerable less of prestige to the GVW 
if they should be published. I continued by stating that these rumors alleged 
that : one could start a business here, foreigners or Vietnamese, unless thoy 


paid considerable sums to the Can Lao Party, In other cases it is contended that 
if someone tries to start a business here the Party tries to take over control, I 
then referred to the cassia shipments to the United States and outlined in some 
detail jthe bad impression that under-involeing had caused in official circles in 
the ted States, I added that unfortunately a large number of businessmen here 
and in| the States were cognizant of this under-invoicing, and I pointed out that 
ome of |the principal concerns on the part of the United States officials was that 
apparently the extra profits gained from the under-involcing, as well as the regu- 
lar profits, did not revert to the benefit of the Vietnamese national economy as 
awhole. On the other hand, it appeared that all the money earned from these 
actions went to individuals, 


Whu took up from there and talked for over half an hour to explain why the 
Party, with the government's concurrence, had been given especial benefits te 
engags in the export of cassia, This was done solely for the purpose of building 
up this trade and inducing people to take the risks involved, both physical and 
financial, in order to re-establish the Vietnamese cassia industry. He pointed 
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out that the cagaia trees were located in the high mountaim area, in Central 
Viet-Nam, where the montagnards have been infiltrated by the Viet-Cong. There- 
fore the collection of cassia berk is very dangerous and the harvesters of 

casaia ran considerable physical risks in entering the area. Furthexmore, since 
once the caswia bark has been taken off, the tree dies, it was essential to leave 
enough profit to the entrepreneurs to permit them to carry cat the government's 
orders that for each cassia tree stripped at least one other tree must be planted, 
He atated that for the reasons given 4t wes essential to give apecial inducements 
during the early stages of the development of the industry, but now that the 
industzy was going it was no longer necessary to use such inducement to entree 
preneurs to get them to enter this trade. He volunteerad that the cassia trade 
had heen given exclusively to the Can Lao Party and added that because they were 
a dedieated nationalistic group they were willing to take the physical and 
finaneial. risks involved, while private entrepreneurs would not have been willing 
40 take these risks. Nhu then went into a Leng explanation of how profits from 
the "eomercial section of the Can Leo Party" were used, He said, for instance, 
4f the Party had not been able to make considerable profits from the cassia trade 
and other commercial ventures which were quite profitable, it would not have been 
possible to get and maintain the Yugoslav-buiit coastwiee steamers particularly 
nesded in Viet-Nam, Not only did these steamers cost a considerable amount of 
money, bat it was necessary during the initial stages of their operations hare to 
pay doUier aalaries to the foreign crews operating the boats. 


He then explained that unf ortunately in newly-develeped countries the people 
did mot understand the long-rang® edvantsges of setting vp profitable industries, 
He stated that the people in these countries have not been vermitted to have any 
business or managerial training and wore only familiar with quiek turn-over opera~ 
tongs auch as buying land, building houses and selling them quickly at a profit. 
Tt waa for these reasons that the government has to take the lead in establishing 
4ndnetries and profitable trades by investing money in such enterprises, Since 
the gevermmont does not have toc much capital, it had to turn to the amall lout 
dadicated group of the Can Lao Party and the members of the MRM, who are willing 
to take the risks and make the sacrifices te help build up industry. Since there 
4a very little free capital in the country, the government is forced te grant 
privileges to the Can Leo Party and the NRM members to make fairly high prafita 
dmitielly im order to get the necessary capital to invest in the new enterprises. 
Nien claimed that now that it is becoming well-knows in Viet Nam one can invest in 
profitable enterprises through the NEM, more people are joining the Party, even 
theae from the opposition, Nhu said that this was an encouraging fact and he 
added that even many newly naturalized Chinese are joining the Party in order to 
be in a position to invest in Party-sponsored enterprises. He added that while 
the government naturally hoped for some foreign investment, their principal. con- 
eern was to develop a Vietnamese entrepreneur class who would understand tie 


antrleacies of capital formation and help to build up the industrial sc ongny, of 
the sountry. He reiterated, aa he has in the past, that in those enterpriges 


which the government has invested fifty-one percent or more they would, in the 
not tec distant future, sell their shares to the public once the public became 
avere thet threugh such tnvestment they could have steady long-term incomes. in 
regard to the Party shares, he contended that more and more of the capital for 
Party enterprises was coming from individuals and therefore autosatically these | 
_. anterprises wouid be nonogovernment. He stated that in cewly-developed ecuntries 
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whe are willing to work fer and with the governmant in order to build up a solid 
economy for the future, He pointed out that there are many Vietnamese engineers, 
other professionals and technicians who work for comparatively low salaries ir 
sommcabbentchacenberies for the government when they & ‘id earn twice as mach 
or more by working for Shell, Stanvac or other private con > While the gov-> 
erment hopes to reise the salaries of these people as seo as successful enter- 
prises are making sufficient profits, the government had td cougt on the pecuniury 
sacrifiees of these devoted persons in order to make progre#s in the esononic 
, field, i 
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I told Nhu that his explanation of the commercial operation of the Party was 
wary interesting, and I hoped that they would be helpfil in pbuilding up the 
country, I added, however, that unfortunately for a long time we had been re- 
ceiving reports that gave quite a different picture of the Party eperations. TI 
reiterated that we had heard--and foreign correspondents had heard many reports-= 
true or not, that the Party was trying to monopolize all business and industry 
in the coumtry, I pointed out that if this impression ——. it would be 
impossible to attract any foreign capital to Viet-Ham and the good reputation 
already enjeyed by the CYN as a government trying to gain its economic independ~ 
ence as goon a6 possible with American aid would be lest, and net only would 
Congress question the advisability of giving additional aid to Viet-tian bat any 
prospective investors would bypass Viet-Bam. 
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Nhu replied that these reports were put out primarily by the Bai Viet — 
oppesition, the Communists and other opposition elements. According to Nhu, the 
Dai, Viet and other opposition parties except ths Comunists are not perties in 
any aense of the word, They are composed of a few score of disgruntled person 
who have no appeal. to the people, have no backing among the: population and who 
believe by unobjective criticism of the government they can gain syapathy pri- 
marily from foreign sources--Freneh, American or others. Nhu is convinced: that: 
 mereapondents such as Colegrove and others are sought out by the Dal Viet, 
Gommniste and other opposition elements and fed erroneous information in the 
hope that they can gain prestige and publicity from these sources and perhape 
eventually gain enough backing to overthrow the regims and take contre]. 


He then outlined how he had eperated himself under the’ Bao Dai regime to 
set up his party, together with its newspaper, which although in opposition to 
the government was never suppressed. He claimed that he was most careful not to 
eriticize the entire regime but to make only objective criticisms when the gov 
eroment deserved it and to praise them when they were doing something constructive 
for the country. Nhu claimed he had recently called in opposition leaders and 
adviged them to eperate in the same way. He pointed out that the Communists had 
learned this trick in which they never criticized an entire goverment or an 
entire pegeple but picked and chose among the leaders who are subject to critical 
propaganda blasts and preised othera in the government who allegedly do not see 
eye to eye with the "misguided" kaders. : i 
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